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SEARS, ROEBUCK AND CO. 

and consolidated subsidiaries 

Net sales... 

income before capital gains. 

Per share. 

Capital gains (net of taxes and profit sharing contribution). . 

Per share. 

Net income. 

Per share. 

Dividends to shareholders . 

Per share. 

Shareholders' equity (book value)— year end . . . . 

Per share. 

Working capital—year end . 

Capital expenditures . 

•Restated (see note 1, page 21) 


1967 

1966 * 

Per cent 
Increase 
(Decrease) 

$7,330,089,582 

$6,804,894,331 

7.7 

383,575,976 

362,805,396 

5.7 

2.51 

2.38 


747,576 

13,917,134 


— 

.09 


384,323,552 

376,722,530 

2.0 

2.51 

2.47 


183,484,272 

183,183,299 


1.20 

1.20 


2,941,303,903 

2,732,024,257 

7.7 

19.22 

17.89 


1,636,929,243 

1,652,358,458 

(-9) 

186,245,177 

224,413,123 

(17.0) 
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MESSAGE TO SHAREHOLDERS 


In l967, your Company met the challenge of 
intense competition, rising costs and uncertainties in 
the economy. 

We are pleased to report: 

-Net sales established a record for the thir¬ 
teenth consecutive year, increasing 7.7 per 
cent to a total of $7.3 billion. 

-Income before capital gains rose to $2.51 
per share from $2.38 per share in 1966, an 
increase of 5.7 per cent. Net income was up 
2.0 per cent to $384.3 million, equal to $2.51 
per share, from $376.7 million or $2.47 per 
share in 1966. This was a new high for the 
seventh straight year. 

-Expenditures for expansion were $186.2 
million; thirty-two new retail stores were 
opened, and catalog and other sales-support- 
ing facilities were expanded and improved. 

Both retail store and catalog divisions achieved 
record sales, demonstrating the strength of the 



Gordon M. Metcalf Chairman 


entire organization. Contributing to this perform¬ 
ance were the continuing emphasis on merchandise 
values, strong promotion and better service. 

Another important factor was the excellent con¬ 
tribution made by the Allstate Insurance Compa¬ 
nies. Their income accounted for 56 cents per share 
of Sears net income in 1967, compared with 48 
cents per share in 1966. 

Sears equity in the net income of unconsolidated 
subsidiaries and Simpsons-Sears Limited is included 
in consolidated net income for the first time. This 
change is one of several made to conform with 
recent requirements of the Accounting Principles 
Board of the American Institute of Certified Public 
Accountants. Details of these changes will be found 
on page 21. Financial statements for prior years 
have been restated to put them on a comparable 
basis with 1967 figures. 

Expansion 

The Company’s program of expansion and im¬ 
provement continued in 1967 with the opening of 
thirty-two new retail stores, including seventeen in 
areas which previously had no Sears store and 
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Crowd us Baker Vice Chairman 


fifteen which replaced existing stores in the same 
communities. Fifteen of the new units were com¬ 
plete department stores and seventeen were medium 
size stores. 

Four complete department stores and six medium 
size stores were enlarged and modernized, as part 
of the program to improve facilities which have 
recorded good sales and profit performances and 
promise even greater potential. 

Seventy-eight catalog, retail and telephone sales 
offices were added in 1967, and several catalog 
order plants were expanded and improved. This 
enables the Company to provide better service for 
the growing number of catalog customers. 

Thirty-seven new retail stores are scheduled to 
open in 1968, and the expansion and improvement 
of catalog facilities will continue. 

Management Changes 

On December 28, 1967, Crowd us Baker, Presi¬ 
dent of the Company since 1960, was elected Vice 
Chairman of the Board effective February 3, 1968. 
Arthur M. Wood, a Vice President since 1956, was 
elected President, and Culver J. Kennedy was 


elected to succeed him as Vice President, Mid¬ 
western Territory. Warren G. Skoning was elected 
Vice President, Real Estate and Property. 

General Robert E. Wood and James M. Barker 
have notified the Company that they will not stand 
for re-election to the Board of Directors in May of 
this year. General Wood, former Chairman of the 
Board, has been a director since 1926. Mr. Barker, 
former Chairman of the Board of Allstate Insurance 
Company, has been a director of Sears since 1930. 
In addition, J. Huber Wetenhall will retire from 
the Board on May 20, having reached the retire¬ 
ment age for Board members. Mr. Wetenhall, a 
director of National Dairy Products Corporation, 
has been a director of Sears since 1964. The Board 
of Directors, employes and shareholders are deeply 
indebted to these retiring directors for their in¬ 
valuable service. 

The nominating and proxy committee has nomi¬ 
nated G. E. Keck, President, United Air Lines; 
Culver J. Kennedy, Vice President, Midwestern 
Territory; and John G. Lowe, Vice President, Far 
West Territory; as candidates for election to the 
Board of Directors on May 20. 






Arthur M. Wood President 


We were saddened early this year by the.death 
of two retired officers, who made significant con¬ 
tributions to the growth and success of the Company. 

In January, Clarence B. Caldwell passed away. 
He was Vice President, Personnel and Employe 
Relations and a director until his retirement in 
1956. Mr. Caldwell was instrumental in establishing 
many significant personnel policies for the Company. 

Hugh K. Duffield, a director since 1956 and Vice 
President, Eastern Territory at the time of his re¬ 
tirement from active management in 1966, died in 
February. Mr. Duffield joined the Company in 
1928 as one of the first retail store trainees, and had 
a long and distinguished career with Sears. 

Outlook 

We believe that 1968 will be a good year for the 
Company. The improving trend of sales evident in 
the fourth quarter of 1967 is continuing. 

Consumers are in a stronger financial position 
than a year ago, with the rate of saving in 1967 
higher than in any year since 1958. Expansion of 
consumer debt was at its lowest level in several 
years, with 1967 being a year of consolidation. 


Benefit payments under the Social Security laws 
have been increased although there will be the 
offset of higher Social Security taxes on wages and 
salaries. Employment and wage rates should be at 
an all-time high. 

Despite continuing international and domestic 
problems, Sears expects to realize a satisfactory sales 
improvement in 1968. This should be reflected in 
the Company’s profit performance. 

Strengths of Sears 

All the figures in this report, important as they 
are, do not begin to tell the story of Sears growth. 

The 1967 performance is a tribute to the more 
than 300,000 Sears employes. Because the total per¬ 
formance is the sum of millions of individual cus¬ 
tomer contacts, it reflects the dedication and loyalty 
of every employe. Providing the kind of courtesy and 
service customers have a right to expect is funda¬ 
mental to Sears continued growth. It is this em¬ 
ploye dedication that remains our most important 
asset. 

Another strength is the excellent relationship be¬ 
tween the Company and its thousands of mer¬ 
chandise sources. As a continuing program, special 
recognition is given each year to a select number for 
distinguished performance in the previous year. In 
1967, “Symbol of Excellence” awards were pre¬ 
sented to more than 200 major suppliers and their 
employes. 

With these strengths, and the firm commitment 
to provide quality merchandise at competitive 
prices, we believe the Company will continue to 
merit the confidence shown by our customers. 


Gordon M. Metcalf Chairman M 



Arthur M. Wood President 

March, 25, 1968 




4 




SALUTE TO GENERAL WOOD 


General Robert E. Wood has indicated his desire 
not to stand for re-election as a director of .Sears, 
Roebuck and Co. Thus in 1968 General Wood will 
complete more than forty-three years of active 
participation in the affairs of the Company. 

General Wood joined Sears on November 1, 1924 
as a Vice President. He became President in 1928 
and was elected Chairman of the Board in 1939. 
He served as Chairman until 1954 when he reached 
his 75th birthday. Since then he has continued as a 
vital and active member of the Board. 

His associates on the Board of Directors feel that 
General Wood should be named the Company’s 
first. Honorary Chairman of the Board and will take 
this action at the Directors’ Meeting on May 20, 
1968. His designation as Honorary Chairman is 
one measure of the esteem and regard in which he 
is held by his colleagues. Certainly, Sears share¬ 
holders have every reason to applaud the recogni¬ 
tion to be given General Wood in his retirement. 

In 1924 when General Wood joined Sears, sales 
totaled $200 million, profit after taxes was $14 
million and shareholders’ equity was $100 million. 
The Employes Profit Sharing - Fund in that year 
had a value of $11 million. 

Forty-three years later, Sears had annual sales of 
$7,380,000,000, net profit after taxes of $384,000,000, 
shareholders’ equity was $2,941,000,000 and the 
Profit Sharing Fund had a market value of 
$2,349,000,000. 

While these results reflect the continuing team¬ 
work and dedication of the entire Sears organiza¬ 
tion, they attest in large measure to the leadership 
and vision General Wood provided, the directions 
he established and to the skill of the men he trained 
to perform in a tradition of aggressive growth. 

Under General Wood’s leadership, Sears entered 
the retail store field. His analysis of population 
trends and his early recognition of the significance 
of a mobile America were the basis for establishing 
stores with a merchandise mix and in locations 
that revolutionized retail distribution. 

His concept of offering automobile insurance 
through the catalog and in retail stores resulted in 
the creation of the Allstate Insurance Company. 
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General Robert E. Wood 


His study of distribution systems in Latin Ameri¬ 
can countries led to formation of highly successful 
subsidiaries in ten countries. His negotiations with 
the Robert Simpson Co. of Canada resulted in for¬ 
mation of our profitable affiliate, Simpsons-Sears 
Limited. 

These are some of the tangible examples of 
General Wood’s imaginative leadership. In the long 
run, his most telling contributions may be the 
principles of management he has always espoused— 

That an organization which is committed to placing 
reliance on men rather than systems wilt create a struc¬ 
ture and the leadership that will continue to make the 
most of every opportunity; 

That decentralization of decision-making is essential 
to the success of a large organization; 

That employes who share the profits of a business 
have incentives that will make that enterprise prosper; 

That Sears merchandising must be based on volume 
buying and mass distribution to bring the best values to 
the consumer. 

During his career, General Wood brought to 
bear a warm understanding and appreciation of 
people, reflected always in his relationship with 
the men and women of Sears. 
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It’s Sears in Apparel 











PERMA -PREST 


Although the use of similar-sounding names to 
describe permanently pressed garments may seem 
confusing, just remember that only Sears has PERMA- 
PREST® . . . and products so designated must meet 
the highest acceptance standards in the apparel 
industry. Here we have singled out one example of 
how Sears goes further to assure complete satisfac¬ 
tion with men's dress shirts. 

Not satisfied with the conventional method of making 
"permanently pressed" dress shirts from pre-cured 
fabrics (with only parts being actually pressed for 
smoothness retention), Sears initiated development 
of unique body-size presses—which actually press 
every inch of each shirt and complete the fabric cure 
at the same time, locking a truly permanent wrinkle- 
free press in both the fabric and seams for the life of 
the garment. 

















c< non-cling” 
lingerie! 


Sears exclusive Non-Cling 
tricot slips, half slips, petti- 
pants, and briefs 

• Will not cling to wearer or 
her clothing, won't “creep 
up’’ 

* Stay color bright (will not 
dull in laundering) 

because they are treated with 
a special finish that effec¬ 
tively reduces static elec¬ 
tricity. 
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This unique cylindrical portable radio is being introduced for the 
teen girl. It’s a 10-transistor model with a 2%-inch speaker and an 
earphone—in addition it's a tote bag with a shoulder strap, a cos¬ 
metic storage compartment and a mirror. We're naming it the 
“Flirt" .. . but she’ll call it the Groove Tube with the Round Sound! 




This Sears-exclusive camper-trailer is endorsed by Ted 
Williams, and has also won the praise of Sir Edmund Hillary, 
renowned conqueror of Mt, Everest. Constructed of steel in- 
nerwalls and outer panels of virtually unbreakable Cycolac® 
piastre, it is rust, dent and scratch resistant. . . keeps its 
good looks! It hasa sink, an ice box and propane stove, and 
sleeps 7 on 3-inch vinyl-covered foam mattresses. And if 
you have a family of eleven. Sears has a larger model. 

Imagine a 7V2 or 9 HP outboard motor that has electric power 
built-in under the hood ... no need for a bulky battery, bat¬ 
tery case and cable to be carried separately. Provides quick 
starts, a cigarette lighter, panel light for baiting hooks at 
night, stern light that beams or flashes for safety—even a 
12-volt accessory plug for running lights, shaver or heater. 
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Again, Sears is in the forefront with 
the development and marketing of 
a tire with superior construction. 
This tire (introduced in 1967) has 
two fiber glass belts underneath an 
extra-wide tread, creating a product 
that out-performs both conventional 
tires and non-beited "wide tread” 
tires. Our Superwide runs cooler, 
lasts longer, gives better traction, 
stops quicker. 


It’s Sears 
for 

Recreation 
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At the turn of a dial, the 
upper 4.7 cu. ft. com- 
partment can be 
changed from normal 
refrigerated storage to 
a zero-degree freezer 
section—doubling the 
frozen food capacity. 


This Coldspot refrigerator-freezer 
is truly convertible (inside and out) 
to suit every need and every taste. 



Use the convertible section 
as a freezer to store food for 
that special occasion . , . then, 
after the big meal, turn the 
dial and have extra refrigerator 
space for the left-overs! 

This section changes with the 
season, the growth of the 
family, even the specials at 
the supermarket, to suit your 
requirements. 


■ Choose optional decorator panels 
to carry out your special decor.., 
even the three doors can be 
hinged on either side, to suit the 
needs of your particular kitchen 
location. 
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It’s Sears in the Home 



This elegant Classic styled vanity 
comes in 25 and 41 inch widths . . . 
but you can also select from Contem¬ 
porary, Bamboo and Country designs 
to suit your preference or existing 
home decor . . . even styles down to 
20 and 23 inches to transform small 
baths and powder rooms. 

Made with modern materials to look 
like furniture, but resist warping and 
staining. 

Even the decorator washbowls are fired 
like fine dinnerware in Classic and 
Paisley Print designs, and pastels. 
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FINANCIAL REVIEW 


The Company's consolidated financial statements reflect 
certain changes made to conform with two recently issued 
opinions of the Accounting Principles Board of the American 
Institute of Certified Public Accountants (see note 1, page 
21). Comparative figures in this review have been restated , 
where applicable, to give effect to these changes. 

Sales pass $7 billion mark. Net sales increased 
for the 13th consecutive year. The $7,330,089,582 
total exceeded last year’s record $6,804,894,331 by 
7.7%. Gross sales for the month of December 
reached $1 billion for the first time. 

Both the retail and catalog divisions set new sales 
records. Retail stores contributed 78% of the sales 
volume while the catalog division accounted for 
22%. Retail stores opened during 1967 generated 
1.8% of Company sales. 


The percentage of credit business to total sales 
registered a slight decrease. 

% to Total Sales 



1967 

1966 

Revolving charge sales. 

.30.7 

29.9 

Easy payment sales. 

.25.9 

28.1 

Total. 

.56.6 

58.0 


Net income increases for seventh consecutive year. 

Net income, including capital gains, amounted to 
$384,323,552, 2.0% above last year’s record 
$376,722,530. Earnings per share increased to $2.51 
from $2.47 for 1966, based on shares outstanding at 
the close of each year. Per share earnings excluding 
capital gains were $2.51 compared with $2.38 the 
previous year, an increase of 5.7%. 


NET SALES MILESTONES 

Billions of Dollars 
$8 - 

7 - 

6 -- 



1945 1948 1955 1959 1963 1965 1967 


NET INCOME PER SHARE 

$ 3.00 - 


2.50 


2.00 


1.50 



1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 
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Net Income 

1967 

1966* 

Total Taxes 

1967 

1966 

( millions) 

Quarter 

Amount 

Per 

Share 

Amount 

Per 

Share 

(millions) 

Amount 

Per 

Share 

Amount 

Per 

Share 

1st. 

. . $ 67.1 

$ .44 

$ 72.3 

$ .48 

Fed. and state inc. taxes 

. $281.0 

$1.83 

$274.9 

$1.80 

2nd. 

. . 85.9 

.56 

88,9 

.58 

Other taxes. 

126.7 

.83 

115.3 

.75 

3rd. 

. . 93.7 

.61 

90.4 

.59 

Total taxes. 

407.7 

2.66 

390.2 

2.55 

4th. 

. . 136.9 

.90 

111.2 

.73 

Net income ...... 

. $384.3 

$2.51 

$376.7 

$2.47 

Capital gains. . . 

. . .7 

- 

13.9 

.09 







$384.3 

$2.51 

$376.7 

$2.47 

Dividends —$1.20 

per share. Dividends 

paid 


amounted to 1183.5 million. Four regular quarterly 

♦Restated (see note 1, page 21.) ° 

dividends of 2Si per share and a fourth quarter 


The Company’s equity in the earnings of uncon- extra of 20^ were paid to shareholders in fiscal 1967. 

solidated subsidiaries rose to $98,511,703 or 64^ per Dividends amounted to 48% of net income corn- 

share of Sears stock, compared with $88,257,533 or pared with 49% for 1966. 

58j£ per share for 1966. These figures (included in 


net income above) represent the Company’s share 


Shareholders’ equity over $2.9 billion. As of the 


in the earnings of majority owned subsidiaries. 


Equity in Income 
of Unconsolidated Subsidiaries 

( millions) 



1967 

1966 


Amount 

Per 

Share 

Per 

Amount Share 

Allstate Insurance Co’s.. . 

. . $85.2 

$.56 

$73.9 

$.48 

Foreign subsidiaries . . . 

. . 1.5 

.01 

5.0 

.03 

Simpsons-Sears Limited. . 

. . 5.0 

.03 

4.1 

.03 

Other subsidiaries . . . . 

. . 6.8 

.04 

5.2 

.04 


$98.5 

$.64 

$88.2 

$.58 


close of the year, Shareholders’ Equity (book value) 
amounted to $2,941 million, an increase of $209 
million. Income retained for use in the business 
(1967 net income less dividends) accounted for 
$201 million of the increase while $8 million was re¬ 
ceived from employes for stock issued under option 
plans. 

Year end shareholders’ equity equaled $19.22 per 
share compared with $17.89 per share a year earlier. 
The rate of return on equity (net income divided by 
shareholders’ equity as of year end) was 13.1%. 


Depreciation over $100 million. Depreciation ex¬ 
pense was $106.3 million compared with $92.7 
million in 1966. After taxes, this was equal to 33^ 
per share in 1967 and 28^ per share in 1966. Sears 
calculates depreciation on an accelerated method 
which results in higher write-off’s in the early years 
of new additions. 

Federal, state and other taxes, $408 million—$2.66 
per share. The Company provided $281.0 million 
for Federal and state income taxes, including taxes 
applicable to capital gains. This was 2.2% more 
than the $274.9 million provided in 1966. Other 
taxes continued to climb, rising 9.9% to $126.7 
million from $115.3 million for 1967. 


Sears, Roebuck and Co. Shareholders Per Cent 

of Shares 
Held 

Individuals. 40 

Employes Profit Sharing Pension Fund . .. 24 

Nominees. 23 

Investment companies and brokers. 7 

Trusts . 3 

Corporations and firms. 1 

Educational, religious and charitable organizations. . 1 

Other. 1 

100 


$75.5 million contributed to Profit Sharing Fund. 

Sears contributed $67,351,137 to The Employes 
Profit Sharing Fund, including $1 10,508 applicable 
to capital gains. Allstate Insurance and other sub¬ 
sidiaries, whose employes also participate in this 
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FINANCIAL REVIEW continued 


Fund, contributed $8,117,943. The Company con¬ 
tribution to the Fund is based on a percentage of 
consolidated income of the Company and its wholly 
owned domestic subsidiaries before deducting the 
contribution and the provision for Federal income 
taxes. Employes also contribute to this Fund. 

On December 31, 1967, the dose of the Fund’s 
fiscal year, there were 192,575 members whose 
holdings were 36,040,698 shares or 23.6% of Sears 
stock outstanding. 

Customer receivables up. Total receivables from 
customers increased because of higher sales volume, 
although there was a slight decrease in the per cent 
of credit sales to total sales. At year end installment 
receivables of $3,024.6 million were up $93.5 mil¬ 
lion or 3.2%. The number of customer accounts 
was 16,590,223 of which 8,672,692 were revolving 
charge accounts with an average balance of $115, 
and 7,917,531 were easy payment accounts with an 
average balance of $256. 

The Company offers both the easy payment and 
the revolving charge plan for the customer’s con¬ 
venience. The revolving charge plan may be used 
as a regular charge account if full payment is made 
within thirty days. 

Collection experience followed the satisfactory 
pattern of past years. Allowance for collection ex¬ 
pense and losses was $212,483,695 at year end, 
$3,035,843 higher than a year earlier because of the 
larger balance of installment accounts outstanding. 

Inventories over $1 billion. Merchandise inven¬ 
tories increased 4.8% to a year end total of 
$1,069,568,688. This increase reflected the mer¬ 
chandise required for additional stores, new lines 
of merchandise added to regular stock, and cover¬ 
age for the anticipated increase in spring season, 
sales. 

Merchandise on order and in transit amounted to 
$1.4 billion at the close of the year. 


Short-Term borrowings over $1.5 billion. The in¬ 
crease in net receivables required additional financ¬ 
ing. As a result, short-term borrowings increased 
$182,422,351 to $1,553,003,100. At year end over 
$1.2 billion of these borrowings was obtained 
through Sears Roebuck Acceptance Corp. This 
wholly owned consolidated subsidiary assists in 
financing Sears credit business. 

Working capital $1.6 billion. Working capital (the 
excess of current assets over current liabilities) was 
$1,637 million as of year end, down $15 million 
from $1,652 million a year earlier. Current assets 
of $4,299 million, were 1.6 times current liabilities 
of $2,663 million as of the close of the year. 

The following statement summarizes the items 
that brought about the changes in working capital: 


Working Capital Changes ( millions) 

1967 

Increase 

Net income. $384.3 

Items not affecting working capital: 

Add—depreciation. 106.3 

Deduct—undistributed net income of 

unconsolidated subsidiaries. 79.7 

$410.9 

Cash for stock issued under option plans. 8.4 

Dispositions of property, plant and 

equipment—net. 1.9 

Total increase. $421.2 


Decrease 

Dividends to shareholders. $183.5 

Expenditures for property, plant and 

equipment. 186.2 

Reduction in long-term debt. 24.0 

Additional investments: 

Unconsolidated subsidiaries and 

Simpsons-Sears Limited . 23.9 

Other investments and advances. 17.1 

Other changes—net. 1.9 

Total decrease. $436.6 

Decrease in working capital. $ 15.4 
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Long-Term Debt reduced $24 million. During 1967, 
the Company purchased, and delivered to the sink¬ 
ing fund agent for cancellation, $24 million of Sears, 
Roebuck and Co. 4^% debentures. As of January 
31, 1968, Sears had purchased a sufficient number of 
the debentures to fulfill the minimum sinking fund 
requirements through February 1, 1970. 

Employes stock option plan approved. In May, 
1967, the shareholders approved the new “1967 
Employes Stock Plan. 5 ’ The Plan provides that a 
committee of disinterested directors may, from time 
to time, prior to November 1, 1976, grant to 
employes and officers of the Company and its 
subsidiaries, options to purchase an aggregate of 
three million common shares of the Company’s 
stock. 

Qualified stock options granted under the Plan 
will expire not more than five years from the date of 
grant and the purchase price per share to be speci¬ 
fied in options will be the fair market value per share 
on the date of grant. Not more than 300.000 shares 
may be granted to persons who, at the time of 
adoption of the Plan by the shareholders, were 
officers of the Company or its subsidiaries and who 
also were directors of the Company. Under the 
Plan contracts for 2,093,016 shares were issued on 
September 21, 1967, to 12,537 employes, including 
10 officers who also were directors of the Company 
at the time the Plan was adopted by the shareholders. 
It is believed the policy followed in past years of 
encouraging and enabling employes and officers to 
acquire a proprietary interest in Sears through the 
purchase of its common shares has been of substan¬ 
tial benefit to the Company and its shareholders. 
The 1967 Plan continues this policy. 

Capital expenditures—$186 million. The Company 
continued to expand during 1967. Sears invested 
$186,245,177, down $38,167,946 from the record 
$224,413,123 expended in 1966. Over the last three 


years $607 million has been expended to provide 
new' and better facilities in growing population 
centers. Funds for expansion were allocated be¬ 
tween divisions as follows: 


Capital Expenditures 


1967 


1966 


Retail .... 
Catalog Order 
Other .... 


$167,917,848 

14,346,818 

3,980,511 

$186,245,177 


$186,592,375 

35,149,641 

2,671,107 

$224,413,123 


CAPITAL EXPENDITURES millions 


$250 



New store openings. During the year thirty-two 
new retail stores were opened, fifteen complete de¬ 
partment stores and seventeen medium size stores. 

Seventeen of these new stores were opened in 
areas which previously had no Sears store, while 
fifteen replaced existing stores in the same shopping 
communities. In addition, three retail sales offices 
were converted to hard line stores. The Company 
enlarged and modernized four complete and six 
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FINANCIAL REVIEW continued 


medium size stores in their present locations. One 
medium size and eleven hard line stores were closed. 
Gross store space at year end was approximately 76 
million square feet, of which 4.6 million was added 
to retail facilities in 1967. 

Catalog, retail and telephone sales offices con¬ 
tinued to expand with the addition of seventy-eight 


units. Several catalog 
and improved. 

order plants were 

enlarged 

Changes in Property, PJant and Equipment—Net 

{millions) 

1967 

1966 

Balance beginning of year 
Changes during the year 

.$880.2 

$752.2 

Capital additions .... 

.$186.2 

$224.4 

Depreciation. 

. (106.3) 

(92-7) 

Dispositions—net. . . . 

. (1.9) 

(3.7) 

Net increase for the year. 

.$ 78.0 

$128.0 

Balance end of year . . . 

.$958.2 

$880.2 


Facilities—January 31, 1968 


Retail Stores 


Complete Department Stores . 

214 

Medium Size Department Stores. 

(carrying extensive assortments of general 
merchandise) 

375 

Hard Lines Stores. 

(carrying major household appliances, hard 
lines, sporting goods and automotive sup¬ 
plies) 

220 


809 

Catalog Order Plants. 

11 

Catalog, Retail and Telephone Sales Offices . . 
(sales offices under catalog order or retail 
management supervision) 

1,731 

Major Distribution Warehouses. 

(for retail store groups) 

60* 

Service and Parts Centers. 

(supporting retail and catalog order service 
operations) 

87 

♦Plus 374 other warehouses serving individual stores. 



Retail Stores Opened in 1967 (32) 

Complete Department Stores (15) 

Bridgeport, Connecticut . 

. Lafayette Plaza* 

Brookfield, Wisconsin 

. Brookfield Square 

Clay (Cicero), New York . 

. Penn-Can Plaza 

Dedham, Massachusetts. 

. Dedham Mall 

Elyria, Ohio. 

. Midway Mall* 

Glen Burnie, Maryland . 

. Brooklyn Park 

Shopping Center* 

Leominster, Massachusetts. Searstown* 

Mobile, Alabama .... 

. Bel Air Mall 

New Brunswick, New Jersey. Routes 1 & 18* 

Orange, California A . . . 

. Tustin Avenue 

Overland Park, Kansas. . 

. Metcalf South 

Shopping Center 

San Antonio, Texas . . . 

. Central Park 

Seattle, Washington . , . 

. . Aurora-Midway Center 

Springdale, Ohio .... 

Tri County Shopping Center 

West Mifflin, Pennsylvania 

. . Lebanon Church Road 

Medium Size Department Stores (17) 

Arecibo, Puerto Rico . . 

. Arecibo Shopping Center 

Augusta, Maine. 

. Maine Shopping Center* 

Brunswick, Maine . . . Cooks Corner Shopping Center* 

Fort Wayne, Indiana . . . 

G/enbrook Shopping Center 

Hanover, Pennsylvania . 

■ . North Hanover Plaza * 

High Point, North Carolina 


Iowa City, Iowa. 

Crossroads Shopping Center * 

Jonesboro, Arkansas . . 


Michigan City, Indiana . . 

Marquette Shopping Center'* 

Natchez, Mississippi . . Trace Town Shopping Center* 

Pleasantvi/fe, New Jersey 


Santa Barbara, California 

. ... La Cumbre Plaza* 

Sharon, Pennsylvania . . 

. . Shenango Valley Mall 

Tiffin, Ohio . . 


Torrington, Connecticut . 

Shopping Parkade * 

Tupelo, Mississippi . . . 


Wichita Falls, Texas . 

. Scott Street* 

♦Replaced existing store. 
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INTERNATIONAL OPERATIONS 
and 

OTHER SEARS SUBSIDIARIES 


Latin America. Net sales of subsidiaries in Mexico 
and South America were 1135,021,991, an increase 
of 5.4% from $128,047,237 for 1966. Net income at 
appropriate exchange rates of the Latin American 
subsidiaries before translation losses was $7,758,054, 
against $8,292,139 for 1966. The Company’s equity 
in net income after translation losses was $4,703,595 
Tor 1967 against $6,968,169 for 1966. Sears equity 
in its Mexican and South American subsidiaries at 
year end was $67,206,722. 

The Mexican and South American subsidiaries 
were operating fifty-eight retail stores and twelve 
retail sales offices at year end. In October the medi¬ 
um size department store in Guadalajara, Mexico, 
was relocated to a new building with increased sell¬ 
ing area. 

Spanish subsidiary. The Company’s first Euro¬ 
pean store was opened in Barcelona on March 30, 
1967. Net sales were $5,983,922. This subsidiary 
incurred a 1967 net loss of $3,176,960 including 
start-up and development costs. 

Canadian affiliate. Net sales of Simpsons-Sears 
Limited, the Company’s Canadian affiliate, were 
$470,298,406 (Canadian), an increase of 15.3% 
from $407,759,157 for 1966. Net earnings of 
$12,792,000 (Canadian) exceeded 1966 earnings by 
26.0%. Both the catalog and retail store operations 
contributed to the improvement in sales and profits. 

The Company’s equity (43.2%) in the net income 
of Simpsons-Sears for 1967 was $4,998,700 (U.S.), 
compared with $4,080,632 for 1966. In August 
Sears made an additional investment of $6,971,250 
(U.S.) in Simpsons-Sears Limited. Sears equity 
in Simpsons-Sears at year end amounted to 
$52,069,125. 

During the year a second complete department 
store was opened in Ottawa. At year end, Simpsons- 
Sears was operating twenty-eight retail stores, four 


catalog order plants, and three hundred and forty- 
five catalog sales offices. 

Allstate Enterprises, Inc. This wholly owned sub¬ 
sidiary of Sears conducts an auto finance business, 
a motor club and other activities related to insur¬ 
ance. Gross revenues of Allstate Enterprises, Inc. 
and its subsidiaries (excluding Allstate Savings and 
Loan Association) totaled $29,847,537 for 1967, up 
29.5% from 1966. Net income was $2,695,336 for 
1967 compared with $1,436,890 for 1966. Auto 
financing accounted for more than one-half of the 
gross revenues. New loans made on autos during 
1967 were $186,376,058, an increase of 17.4% from 
1966. Auto loans outstanding as of year end 1967 
totaled $221,910,820, a 24.7% rise from the pre¬ 
vious year end. The quality of the loan portfolio is 
excellent as reflected in minimal repossession losses 
for 1967 of only 12/100ths of 1% of loans liquidated. 
The Companies finance their operations in part 
through the issuance of short term notes to investors. 
Interest rates on borrowed funds averaged slightly 
less than 1966. 

Allstate and Metropolitan Savings and Loan Asso¬ 
ciations. Gross revenues of the two Savings and 
Loan Associations totaled $18,941,486 for 1967, up 
6.9% from 1966. The Associations had a combined 
net loss of $492,901 before appropriations to general 
reserves, due to high interest rates on savings 
accounts and a continued sluggish real estate 
market in southern California during 1967. Savings 
accounts at year end 1967 totaled $270,773,490, a 
rise of 9.8% from the previous year end. 

Homart Development Co. This wholly owned un¬ 
consolidated subsidiary develops and operates shop¬ 
ping centers in which Sears has one of the major 
department stores. Midland Mall in Warwick, 
Rhode Island opened in October, 1967. Homart 
now has six regional shopping centers in operation. 
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SEARS, ROEBUCK AND CO. and consolidated subsidiaries 


STATEMENT OF INCOME 

NET SALES . 

EQUITY IN INCOME OF UNCONSOLIDATED SUBSIDIARIES. . . . 

DIVIDENDS . 

TOTAL.. 

COSTS AND EXPENSES (note 11) 

Cost of sales, advertising, selling, administrative and 
general expense . 

Rents {properties and equipment). .. 

Repairs and maintenance. 

Depreciation (note 4) ... 

Interest expense. 

Contribution to Employes Profit Sharing Fund 

(excluding amount applicable to capital gains—detail page 13) . . 
Taxes (Other than Federal and state income taxes) . .. 

Federal and state income taxes (notes) . 

TOTAL COSTS AND EXPENSES. 

INCOME BEFORE CAPITAL GAINS. 

CAPITAL GAINS (net of taxes and profit sharing contribution) . . . . 

NET INCOME . 

PER SHARE OF COMMON STOCK 

INCOME BEFORE CAPITAL GAINS. 

CfKP\Tt\[. (net of taxes and profit sharing contribution) . . . 

NET INCOME . 


STATEMENT OF RETAINED INCOME 

BALANCE BEGINNING OF YEAR . 

NET INCOME. 

DEDUCT DIVIDENDS TO SHAREHOLDERS ($1.20 per share each year) . 

RETAINED INCOME FOR THE YEAR. 

BALANCE END OF YEAR. 


YEAR ENDED 
JANUARY 31, 1968 

YEAR ENDED 
JANUARY 31, 1967* 

$7,330,089,582 

$6,804,894,331 

98,511,703 

88,257,533 

2,881,756 

2,895,321 

7,431,483,041 

6,896,047,185 

6,248,815,866 

5,789,074,260 

77,495,877 

70,555,01# 

47,148,088 

41,437,254 

106,304,181 

92,701,903 

93,459,845 

91,313,223 

67,240,629 

64,370,030 

126,671,579 

115,320,103 

280,771,000 

268,470,000 

7,047,907,065 

6,533,241,789 

383,575,976 

362,805,396 

747,576 

13,917,134 

$ 384,323,552 

$ 376,722,530 

$2.51 

$2.38 

— 

.09 

$2.51 

$2.47 

YEAR ENDED 
JANUARY 31, 1968 

YEAR ENDED 
JANUARY 31, 1967* 

$2,387,538,570 

$2,193,999,339 

384,323,552 

376,722,530 

183,484,272 

183,183,299 

200,839,280 

193,539,231 

$2,588,377,850 

$2,387,538,570 


•Restated (see note 1, page 21) 

See accompanying detail and notes to financial statements on pages 20, 21 , 22 and 23. 
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STATEMENT OF FINANCIAL POSITION 


JANUARY 31, 1968 


Assets 

CURRENT ASSETS 

Cash. 

Marketable securities (market value $23,807,516) 

Receivables (detail page 20) . 

Inventories (note 3). 

Prepaid advertising and other charges . . 

TOTAL CURRENT ASSETS. 

INVESTMENTS (detail page 20) . 

PROPERTY, PLANT AND EQUIPMENT— (detail page 20) 
DEFERRED CHARGES (future tax benefits ). 

UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSE 
TOTAL ASSETS . 


Liabilities 

CURRENT LIABILITIES 

Notes payable. $1,553,003,100 

Accounts payable. 245,902,906 

Accrued expenses. 167,834,846 

Federal income taxes accrued. 77,321,698 

Deferred income tax credits—net (note i) . 522,942,194 

Other accrued taxes. 95,516,221 

TOTAL CURRENT LIABILITIES . 2,662,520,965 

LONG-TERM DEBT (detail page 20) . 403,000,000 

TOTAL LIABILITIES . $3,065,520,965 


Shareholders’ Equity 

COMMON STOCK ( including capital in excess of par value) 

$1.50 par value—authorized 200,000,000 shares, 
outstanding shares 153,023,393 and 152,747,308, 


respectively ( notes 8 and 9) . $ 352,926,053 

RETAINED INCOME . 2,588,377,850 

TOTAL SHAREHOLDERS' EQUITY . $2,941,303,903 


$ 222,524,718 
1,350,409 
2,951,723,820 
1,069,568,688 
54,282,573 
4,299,450,208 

718,027,996 

958,167,492 

28,787,259 

2,391,913 

$6,006,824,868 


JANUARY 31, 1967* 


$ 198,008,880 
1,350,409 
2,830,626,525 
1,020,585,768 
56,181,752 
4,106,753,334 

597,354,618 

880,229,493 

26,377,669 

2,704,019 

$5,613,419,133 


$1,370,580,749 

238,925,839 

160,842,314 

107,552,721 

497,935,055 

78,558,198 

2,454,394,876 

427,000,000 

$2,881,394,876 


$ 344,485,687 
2,387,538,570 
$2,732,024,257 
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FINANCIAL POSITION DETAIL 



January 31, 

January 31, 


1968 

1967 

RECEIVABLES 



Customer installment accounts receivable 



Easy payment accounts. 

$2,026,913,703 

$2,012,101,723 

Revolving charge accounts... 

997,672,373 

919,003,437 


3,024,586,076 

2,931,105,160 

Other customer accounts. 

74,864,638 

65,195,666 

Miscellaneous accounts and notes receivable. 

66,922,020 

80,630,405 


3,166,372,734 

3,076,931,231 

Less allowance for collection expense and losses on customer accounts... 

212,483,695 

209,447,852 


2,953,889,039 

2,867,483,379 

Deduct installment accounts sold—less portion of proceeds withheld 



pending collection. 

2,165,219 

36,856,854 


$2,951,723,820 

$2,830,626,525 

INVESTMENTS 



Unconsolidated subsidiaries and Simpsons-Sears (note 2) 



Allstate Insurance Company. 

$ 404,235,834 

$ 331,066,328 

Allstate Enterprises, Inc. 

54,252,309 

52,174,093 

Foreign subsidiaries. 

76,945,616 

65,468,168 

Simpsons-Sears Limited (50% of voting stock). 

52,069,125 

42,031,976 

Other subsidiaries. 

82,238,256 

75,364,131 


669,741,140 

566,104,696 

Other investments and advances (principally at cost). 

48,286,856 

31,249,922 


$ 718,027,996 

$ 597,354,618 

PROPERTY, PLANT AND EQUIPMENT (at cost) 



Land. 

$ 159,748,248 

$ 150,306,532 

Buildings and improvements. 

915,089,919 

813,694,356 

Less accumulated depreciation. 

306,848.818 

268,336,188 


608,241,101 

545,358,168 

Furniture, fixtures and equipment. 

493,464,910 

443,535,856 

Less accumulated depreciation. 

303,286,767 

258,971,063 


190,178,143 

184,564,793 

Total property, plant and equipment. 

1,568,303,077 

1,407,536,744 

Less total accumulated depreciation. 

610,135,585 

527,307,251 


$ 958,167,492 

$ 880,229,493 

LONG-TERM DEBT 



Sears, Roebuck and Co. (note 6) 



4 %% Sinking Fund Debentures, due 1983. 

$ 278,000,000 

$ 302,000,000 

Sears Roebuck Acceptance Corp. 



4 %% Debentures, due 1972. 

50,000,000 

50,000,000 

5% Debentures, due 1982. 

50,000,000 

50,000,000 

4 %% Subordinated Debentures, due 1977. 

25,000,000 

25,000,000 


$ 403,000,000 

$ 427,000,000 
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NOTES TO FINANCIAL STATEMENTS 


1. Accounting Changes: A. The financial statements 
and the ten year summary reflect several changes made 
to conform with two recent requirements of the Account¬ 
ing Principles Board of the American Institute of Certified 
Public Accountants, published as Opinions 10 and 11. 
Although previous reporting practices were in con¬ 
formity with accounting principles considered to be 
generally accepted at the time, the Company has re¬ 
stated its financial statements for prior tears in accord¬ 
ance with the new opinions so as to put them on a com¬ 
parable basis with the statements for 1967. The changes 
are as follows: 

a. The Company’s equity in the net income of the 
Allstate Insurance companies and other uncon¬ 
solidated subsidiaries (including Simpsons-Sears 
Limited) is presented as a separate item and in¬ 
cluded in consolidated net income as required 
under Opinion 10. Prior to the change, the 
Company had included in income only the divi¬ 
dends received from such subsidiaries. 

b. Investments in unconsolidated subsidiaries are 
stated at cost plus the Company’s equity in 
undistributed net income since date of acquisi¬ 
tion. Formerly, these investments were stated at 
cost. Since the Company’s share of this income 
is now included in the restated income of prior 
years, previously reported capital gains have 
been reduced for the part of the gains repre¬ 
sented by these earnings. 


actual taxes payable for a particular year are 
recorded as deferred taxes. As a result of this 
accounting change, retained income at January 
31, 1967 has been increased by approximately 
$95,000,000, relating principally to the recording 
of future tax benefits for allowance for collection 
expense on installment accounts. 

Further, the Opinion permits companies with 
large amounts of deferred taxes to avoid serious 
distortions in reported net income in years when 
income tax rates increase or decrease. In order 
to apply this provision, Sears is required to adopt 
it retroactively, which has the effect of increasing 
reported income tax expense for the two years 
ended Tanuary 31, 1965, by approximately 
$25,000,000. 

B. The Company made another accounting change in 
the current year and applied it retroactively. This 
change, approved by the Internal Revenue Service, in¬ 
volves the current expensing of certain items previously 
accounted for as inventory costs and will permit, over a 
period of years, recovery of income taxes paid in prior 
years. The accumulated amount of this adjustment to 
prior years’ income, net of the tax effect, was some 
$13,000,000. 


The net effect of all the 

changes is shown 

below: 

(, thousands) 

Net 

Income— 

Year 1966 

Retained 

Income- 

Years 

through 1966 

As previously reported... 

$343,072 

$2,001,637 

Increase (decrease) 
resulting from: 

Equity in undistributed 
net income of uncon¬ 
solidated subsidi¬ 
aries and related 
changes . 

34,467 

328,817 

Tax allocation and 
other changes. 

(817) 

57,084 

As restated. 

$376,722 

$2,387,538 


c. The Company has adopted the principle of alloca¬ 
tion of income tax expense one year in advance 
of required implementation under Opinion 11 
and applied it retroactively. Previously, tax 
expense included the tax payable for the year 
and the tax deferred relating only to the profit 
on installment sales. Now, in accordance with 
this Opinion, tax expense is based on the re¬ 
ported pre-tax income for the respective year 
regardless of when the tax liability is incurred; 
the differences between reported tax expense and 


21 















NOTES TO FINANCIAL STATEMENTS continued 


2. Consolidating principles. The Company fully con- 
solidates all wholly owned domestic subsidiaries engaged 
in retail distribution and Sears Roebuck Acceptance 
Corp. 

Investments in unconsolidated subsidiaries and Simp- 
sons-Sears Limited are stated at cost plus the Company’s 
equity in undistributed net income since date of acqui¬ 
sition (see note 1, page 21). The stated amount of the 
investment in Allstate Insurance Company does not in¬ 
clude the Company’s equity in the unrealized capital 
gains on stocks owned by that subsidiary. 

3. Inventories. Merchandise inventories are valued at 
the lower of cost or market. Cost is determined on the 
first-in, first-out basis for individual items for catalog 
order and pool stocks, and by the retail inventory method 
for retail stores. 

4. Depreciation. On assets acquired after 1953, depreci¬ 
ation is computed on an accelerated method. On assets 
acquired earlier, the straight line method is used. 

5. Taxes. Income tax expense consists of: 


Year Ended 

January 31, January 31, 

1968 1967 

Current portion* . $258,420,451 $223,646,711 

Deferred-net. 22,597,549 51,265,289 

Taxes applicable 

to capital gains. (247,000) (6,442,000) 

$280,771,000 $268,470,000 


‘After deducting investment taxcredit of $3,51 2,824 and $5,287,232. 


6. Long-term debt. The indenture provides that the 
Company cannot take certain actions, including the 
declaration of cash dividends, which would cause its 
unencumbered assets to drop below 150% of liabilities. 
Unencumbered assets were substantially in excess of 
150% of liabilities as of January 31, 1968. The sinking- 
fund provisions call for the redemption of not less than 
$12,000,000 nor more than $24,000,000 of debentures 
on each February 1 through 1970 and not less than 
$16,000,000 nor more than $32,000,000 in each of the 
years 1971 through 1983. As of January 31, 1968, Sears 
had purchased sufficient debentures to fulfill the minimum 
sinking fund requirements through February 1, 1970. 


7. Rentals—long-term leases. Minimum fixed rentals, 
exclusive of taxes, insurance and other expenses payable 
directly by the Company, under long-term leases (over 
three years) in effect as of January 31, 1968 were, for 
the periods indicated, as follows: 


1968 .$ 32,522,000 

1969 . 33,194,000 

1970 . 33,103,000 

1971 . 31,823,000 

1972 . 29,701,000 


1973-1977. . . $134,388,000 
1978-1982... 113,778,000 
1983-1987.., 89,138,000 

1988-1992... 52,494,000 

After 1992 ... 57,454,000 


A number of store and warehouse properties are leased 
from various insurance and educational institutions and 
from private investors. Most of these leases are for 
maximum terms ranging from 25 to 99 years with the 
right, after initial periods ranging from 25 to 45 years, to 
terminate or continue at reduced rentals, and contain 
one or both of the following additional types of op¬ 
tions: a) The Company can, after the initial period of 
years, purchase the property at the then fair value of the 
land alone, b) The Company can, on various specified 
dates (usually within the first 25 to 35 years), make a 
rejectable offer to purchase the property at specified 
prices and, in the event the lessor does not accept the 
offer, can either terminate or continue the lease. 


8. Employes stock options. As of January 31, 1968, 
options for 3,796,318 shares were outstanding. Those 
options issued prior to January 1, 1964 expire ten years 
from date of grant and, except in a few cases, are exer¬ 
cisable in five annual and cumulative installments 
beginning one year from date of grant. Options that 
were issued subsequently expire five years from date of 
grant and are exercisable in four equal installments with 
the first installment accruing approximately one year 
after the date of grant and the remaining installments 
accruing annually in the following three year period. 

In May, 1967, the shareholders approved the new 7 
“1967 Employes Stock Plan” which is described on 
page 15. On September 21, 1967, stock option contracts 
for 2,093,016 shares were granted under the new Plan to 
12,537 employes (including 10 officers who were directors 
at the time the Plan was adopted). The option price of 
these contracts was $56.82 per share, the fair market 
value on the date of grant. No other options were granted 
during 1967 or will be granted under approved plans 
(other than the new 1967 Plan) existing as of January 
31, 1968. 
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Outstanding options at year end ranged in price from 
SI 5.57 to S64.13 per share, aggregating SI 84,994,110. 
Options for 276,085 shares were exercised during the 
year and 1,569,432 shares were exercisable at year end. 

9. Changes in Common Stock. 


Year Ended Jan. 31. 1968 



Common Stock 


Number 
of Shares 

Amount 

Balance beginning of year ... 

. 152.747,308 

$344,485,687 

Stock options exercised. 

276,085 

8,440,366 

Balance end of year. 

. 153,023,393 

$352,926,053 


10. Supplemental Savings and Retirement Plan. For the 

fiscal year 1967 the Company contributed $10,404,433 to 
the Employes Supplemental Savings and Retirement 
Plan, which is in accordance with the Company’s policy 
of funding current pension costs. The assets of this plan 
exceeded the actuarially computed value of vested 
benefits as of January 31, 1968. 


11. Costs and expenses. The Company’s costs and ex¬ 
penses are classified as follows in its annual reports to the 
Securities and Exchange Commission: 


Year Ended 


January 31, 

January 31, 

1968 

1967 


Cost of sales, buying and 
occupancy expenses... 

$4,477,174,547 

$4,138,443,450 

Selling, administrative 
and general expenses .. 

2,096,459,201 

1,930,986,424 

Provision for doubtful 
accounts and increase 
in allowance for collec¬ 
tion expenses. 

32,801,843 

39,658,662 

Interest expense. 

93,459,845 

91,313,223 

Contribution to Employes 
Profit Sharing Fund _ 

67,240,629 

64,370,030 

Federal and state income 
taxes. 

280,771,000 

268,470,000 

Total costs and expenses 

$7,047,907,065 

$6,533,241,789 


REPORT OF CERTIFIED PUBLIC ACCOUNTANTS 

To the Shareholders and Board of Directors 
of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Sears, Roebuck and Co. 
and consolidated subsidiaries as of January 31, 1968, and the related Statements of Income and Re¬ 
tained Income for the. year then ended. Our examination was made in accordance with generally ac¬ 
cepted auditing standards, and accordingly included such tests of the accounting records and such other 
auditing procedures as we considered necessary in the circumstances. 

In our opinion, the statements referred to above present fairly the consolidated financial position 
of Sears, Roebuck and Co. and consolidated subsidiaries at January 31, 1968, and the consolidated 
results of their operations for the year then ended, in conformity with generally accepted accounting 
principles applied on a basis consistent with that of the preceding year after giving retroactive effect 
to the changes, which we approve, described in Note 1 to the financial statements. 

Touche, Ross , Bailey & Smart 

Chicago, Illinois, .March 25, 1968 
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SEARS, ROEBUCK AND CO. and consolidated subsidiaries 


TEN YEAR SUMMARY* 

1967 

1966 

1965 

RESULTS FOR THE YEAR {millions) 




Net sales. 

$ 7,330 

$ 6,805 

$ 6,390 

Equity in income of unconsolidated subsidiaries. 

99 

88 

73 

Depreciation. 

106 

93 

78 

Contribution to Employes Profit Sharing Fund. 

67 

67 

63 

Federal and state income taxes. 

281 

275 

268 

Income before capital gains. 

384 

363 

350 

Capital gains. 

— 

14 

4 

Net income. 

384 

377 

354 

Return on shareholders’ equity (per cent). 

13.1 

13.8 

14.0 

YEAR END POSITION ( millions) 




Customer installment accounts (gross) . 

$ 3,026 

$ 2,931 

$ 2,707 

Inventories. 

1,070 

1,021 

931 

Property, plant and equipment—net . 

958 

880 

752 

Long-term debt. 

403 

427 

439 

Retained income. 

2,588 

2,388 

2,194 

Shareholders' equity (book value) . 

2,941 

2,732 

2,531 

PER SHARE OF COMMON STOCK ( dollars) 




Income before capital gains. 

$ 2.51 

$ 2.38 

$ 2.29 

Capital gains. 

— 

.09 

.03 

Net income. 

2.51 

2.47 

2.32 

Dividends to shareholders. 

1.20 

1.20 

1.12i 

Shareholders’ equity (book value)— year end. 

19.22 

17.89 

16.60 

MISCELLANEOUS DATA 




Shareholders (Employes P.S. Fund counted as single shareholder) . . . 

257,543 

259,620 

243,608 

Retail stores (excluding foreign stores) ... 

809 

801 

786 

Catalog order plants. 

11 

11 

11 

Catalog, retail and telephone sales offices. 

1,731 

1,653 

1,449 

Capital expenditures (minions) . 

$ 186 

$ 224 

$ 196 


24 



































1964 

1963 

1962 

1961 

I960 

1959 

1958 

$ 5,740 

$ 5,116 

$ 4,603 

$ 4,268 

$ 4,134 

$ 4,036 

$ 3,721 

69 

64 

53 

52 

52 

45 

29 

66 

50 

43 

37 

35 

32 

27 

59 

54 

50 

47 

43 

46 

38 

264 

243 

229 

206 

187 

213 

179 

327 

282 

252 

233 

224 

226 

183 

3 

— 

1 

10 

1 

— 

— 

330 

282 

253 

243 

225 

226 

183 

14.1 

13.1 

12.7 

13.1 

13.1 

14.1 

12.4 

$ 2,339 

$ 1,999 

$ 1,756 

$ 1,635 

$ 1 , 575 ' 

$ 1,439 

$ 1,227 

830 

746 

643 

595 

594 

597 

555 

640 

534 

453 

424 

345 

316 

283 

451 

475 

475 

475 

475 

475 

475 

2,011 

1,834 

1,684 

1,556 

1,426 

1,307 

1,186 

2,339 

2,152 

1,994 

1,860 

1,724 

1,601 

1,477 

$ 2.15 

$ 1.86 

$ 1.66 

$ 1.54 

$ 1.48 

$ 1.50 

$ 1.22 

.02 

— 

.01 

.07 

.01 

— 

— 

2.17 

1.86 

1.67 

1.61 

1.49 

1.50 

1.22 

1.00 

• 871/2 

. 82/2 

.75 

.70 

.70 

.60 

15.37 

14.17 

13.17 

12.31 

11.44 

10.64 

9.83 

197,496 

173,242 

167,646 

159,551 

156,257 

152,623 

146,331 

777 

761 

748 

747 

747 

741 

736 

11 

11 

11 

11 

11 

11 

11 

1,216 

1,112 

1,009 

994 

984 

950 

887 

$ 179 

$ 134 

$ 76 

$ 56 

$ 69 

$ 67 

$ 43 
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ALLSTATE INSURANCE 


Casualty and Fire Insurance. Allstate’s mar¬ 
keting achievements in 1967 were climaxed by its 
premium volume passing the SI billion mark for 
the year. Premiums written for casualty and fire 
insurance lines totaled $1,093,277,510 for 1967. This 
was an increase of $155,208,463 from the previous 
year and the greatest amount of annual increase in 
the Companies’ history. Measured by premium 
volume, the Companies are three and one-half 
times their size of a decade ago. 

Allstate wrote auto premiums of $884,487,435 
during 1967, an increase of $110,732,698 from 1966. 
Over seven years ago, in 1960, Allstate Insurance 
Company foresaw the wishes of the auto insurance 
buying public when it introduced its revolutionary 
Pledge Against Cancellation which guaranteed the 
continuance of the liability coverages for five years. 
During 1967, the Company improved this feature of 
its regular private passenger auto insurance policy 
in use in most states. Under the Company’s new 
Renewal Guarantee, after the auto insurance is in 
force sixty days, all the auto coverages purchased 
by the policyholder are Renewal-Guaranteed for 
five years, starting with the effective date of the 
policy, as long as all drivers in the family hold valid 
drivers’ licenses and the premiums are paid when 
due. 



Premiums written for homeowners, residential 
fire, health, commercial and the other non-auto 
lines rose to $208,790,075, up $44,475,765 from 
1966. Allstate is a multiple-line insurance group, 
offering practically all kinds of insurance protection 
at rates generally below those of most other com¬ 
panies. 

Underwriting operations produced an income of 
$43,402,330 before taxes compared with $46,466,251 
for 1966. The accident rate for Allstate’s auto insur¬ 
ance business for 1967 remained nearly the same as 
for 1966. The average cost of the various classes of 
claims increased very substantially again in 1967. 
The average cost of auto property damage claims 
paid during 1967, for example, rose 8.8% from the 
previous year, continuing a long upward trend. 
Inflation in claim costs was particularly severe for 
material damage claims but affected personal 
injury claims as well. Many factors contribute to 
higher claim costs. These include the ever-increasing- 
values of properties insured, rising prices of repair 
parts and labor, sales taxes, the design of cars 
together with greater use of air conditioners and 
other expensive accessories, increasing costs of hos¬ 
pitalization and medical treatment, higher limits of 
insurance protection provided, and crime rates. 
Claims arising from major storms and other cata¬ 
strophic events cost the Companies $5 million more 
for 1967 than for the previous year. 

Claims settled during 1967 increased to 3,330,000 
from 3,001,000 in 1966. Allstate’s expert claim per¬ 
sonnel are headquartered in 207 claim offices 
located throughout the United States and Canada 
for the convenience of policyholders and claimants. 
The Companies utilize modern methods to imple¬ 
ment their policy of fair, fast claim service with 
courtesy and consideration. These methods include 
dispatcher systems for speedy contact with claim¬ 
ants, payments in advance of final settlement on 
certain serious claims, and 538 drive-in claim 
service locations for appraising and settling auto 
damage claims. 

Motor vehicle fatalities in the United States are 
estimated at 53,000 for 1967, the same as for 1966, 
following a rise averaging 6.8% annually in the 
five-year period from 1961 to 1966. Injuries number 
in the millions. For many years, Allstate has pro¬ 
moted and supported traffic safety activities gen- 
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Allstate’s new Home Office located 25 miles northwest from downtown Chicago on Tri-State Tollway, Interstate 294, at Northbrook, 
Illinois. Allstate moved into its new headquarters in May, 1967, after out-growing its former location. The new Home Office is a 
complex of six buildings, one ten-story and five two-story buildings, all joined by galleries. Buildings, parking lots and landscaping 
occupy eighty acres of land. The new property is completely functional in design and provides stimulating working environment 
for employes. 


erally but has placed major emphasis on the field 
of driver education for youthful drivers. The Com¬ 
pany strongly endorses the standards of the National 
Highway Safely Act of 1966 and has intensified its 
safety activities in a way that gives maximum sup¬ 
port to the new National Highway Safety Program. 
Allstate’s home office at Northbrook, Illinois was 
the site of the Auto Insurance Industry Second 
Annual Traffic Safety Research Symposium spon¬ 
sored by the Insurance Institute for Highway 
Safety in March, 1968. The Symposium brought 
together many researchers in traffic behavior, 
legislators, enforcement officials, driver educators 
and safety leaders to concentrate on driving im¬ 
provement. 

Allstate made significant progress during 1967 in 
replacing the electronic computer system in use in 
its regional offices with a most modern and techno¬ 
logically updated system. The new system is not 
only more efficient but is an instrument for most 
timely customer service as well. The system com¬ 
putes and prints premiums and insurance coverages 


Judson B. Branch, Chairman of the Board and Chief Executive 
Officer of Allstate, pictured standing in the lobby of the new 
Home Office. 
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The Allstate Good Driver Trainer program, utilizing Link Driving Simulators, develops students' driving skill. 


on policies, keeps records of policyholders’ accounts 
and prints premium invoices at due dates. In addi¬ 
tion, it furnishes insurance coverage and premium 
information instantly to Company personnel when 
serving a customer, and through a leased wire .net¬ 
work, it furnishes insurance coverage information 
to claim personnel at the Companies’ district claim 
offices. 

Allstate’s net investment income for 1967 from 
interest, dividends and real estate was $47,098,451 
before taxes, up $6,562,916 from 1966. The average 
amount of funds invested during 1967 was 11.8% 
greater than during the previous year. Many of the 
new investments made during the year were at 
favorable yields commensurate with the generally 
high interest rate levels prevalent throughout the 
country. Realized capital gains after income taxes 
amounted to $13,294,089 for 1967 compared with 
$10,181,006 the previous year. The unrealized ap¬ 
preciation on Allstate’s stock portfolio as of year 
end 1967 was at an all-time high of $219,237,070, 
up from $78,249,188 at year end 1966. 

Total net income and realized gains including 


net income of unconsolidated life insurance subsidi¬ 
aries was $85,169,506, an increase of $11,225,829 
from 1966. Total earnings for 1967 were equal to 
56^ per share of Sears stock. 

Assets as of year end 1967 were $1,810,353,620, 
up $322,088,898 from the previous year end. The 
increase arose principally from new funds and addi¬ 
tional premium receivables generated by the growth 
and operations of the Companies and from the very 
substantial appreciation in the market value of 
stocks. Bonds, stocks and real estate comprised 
84.5% of total assets. 

Life Insurance. The Allstate Life Insurance 
Companies have achieved an outstanding record of 
profitable growth in the first decade of their 
existence. Life insurance in force as of year end 1967 
totaled $6,009,000,000, including $3,061,000,000 of 
insurance on individuals and $2,948,000,000 of 
group insurance. Insurance in force on individuals 
increased 26.4% during the year and group insur¬ 
ance in force rose 7.1%. Net income from life 
insurance operations amounted to $4,673,636 for 
1967 compared with $4,270,885 for the previous 
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An Allstate neighborhood sales-service office at El Paso, Texas. 


year. Assets of the Life Companies increased 
$24,530,857 during 1967 to $119,237,384 at year 
end. Investment in bonds, stocks and mortgages 
comprised 85.5% of total assets. 

The Year Ahead. During 1968 Allstate plans to 
continue its profitable growth through its aggres¬ 
sive multiple-line marketing program. Premium 
volume is expected to increase significantly. Infla¬ 
tionary pressures will continue to push the average 
cost of claims still higher in 1968. Large percentage 
increases in claim costs can be offset only through 
rate adjustments. Interest and dividends from in¬ 
vestments are expected to increase as Allstate’s 
investment portfolio grows in size. Overall, All¬ 
state’s 1968 net income and realized capital gains 
from casualty, fire and life insurance operations is 
expected to compare favorably with 1967. 


Employes in training at Allstate’s claim technical training 

center for property adjusters. 



Casualty and fire insurance growth 

1967 

story (000 
1966 

Hud) 

1965 

1964 

1963 

1962 

1961 

1960 

1959 

1958 

Premiums written. $1,093,278 

Total assets.$1,810,354 

$938,069 

$1,488,265 

$799,146 

$1,351,395 

$698,675 

$1,173,756 

$631,286 

$1,076,340 

$577,990 

$945,406 

$532,524 

$922,656 

$502,348 

$767,412 

$438,581 

$678,067 

$375,647 

$588,542 
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ALLSTATE INSURANCE COMPANY and consolidated subsidiaries 


STATEMENT OF INCOME 

NET PREMIUMS WRITTEN. 

PREMIUMS EARNED ( after dividends on participating policies) ... 

UNDERWRITING CHARGES 

Claims and claims expense. 

Sales, policy issuance and service, administration, and 

other expenses. 

Premium and other taxes and fees (excluding income taxes) . 

TOTAL UNDERWRITING CHARGES. 

UNDERWRITING INCOME. 

INTEREST, DIVIDENDS AND REAL ESTATE INCOME, less investment 

expenses. 

INCOME BEFORE INCOME TAXES. 

INCOME TAXES. 

NET INCOME. 

REALIZED CAPITAL GAINS ON INVESTMENTS ( after income taxes) . 

NET INCOME AND REALIZED GAINS OF ALLSTATE INSURANCE COMPANY 
AND CONSOLIDATED SUBSIDIARIES. 

EQUITY IN NET INCOME OF UNCONSOLIDATED LIFE INSURANCE 
SUBSIDIARIES. 

TOTAL NET INCOME AND REALIZED GAINS. 


STATEMENT OF CAPITAL 

{Surplus for Protection of Policyholders) 

BALANCE BEGINNING OF YEAR. 

TOTAL NET INCOME AND REALIZED GAINS. 

CHANGE IN UNREALIZED CAPITAL GAINS ON STOCKS 
NET CHANGES IN ASSETS NOT ADMITTED. 

DIVIDENDS TO SEARS. ROEBUCK AND CO. 

BALANCE END OF YEAR . 


YEAR ENDED 
DECEMBER 31, 
1967 

$1,093,277,510 

$1,009,331,492 

691,763,472 

241,928,780 

32,236,910 

965,929,162 

43,402,330 

47,098,451 
' 90,500,781 

23,299,000 

67,201,781 

13,294,089 


80,495,870 

4,673,636 
$ 85,169,506 

YEAR ENDED 
DECEMBER 31, 
1967 

$ 385,505,662 
85,169,506 
140,987,882 
(3,680,312) 

607,982,738 

( 12 , 000 , 000 ) 

$ 595,982,738 


YEAR ENDED 
DECEMBER 31, 
1966 

$938,069,047 

$860,815,692 

584,013,501 

201,805,019 

28,530,921 

814,349,441 

46,466,251 

40,535,535 
~ 87 , 6 01,786 

27,510,000 

59,491,786 

10,181,006 


69,672,792 

4,270,885 
$ 73,943,677 


YEAR ENDED 
DECEMBER 31. 
1966 

$393,898,837 

73,943,677 

(48,056,325) 

2,319,473 

422,105,662 

(36,600,000) 

$385,505,662 


Report of Certified Public Accountants 

To the Board of Directors of Sears, Roebuck and Co. 

We have examined the accompanying Statement of Financial Position of Allstate Insurance Company and consolidated subsidiaries as of December 31, 1967, 
and the related Statements of Income and Capital fox the year then ended. Our examination was made in accordance with generally accepted auditing stand¬ 
ards, and accordingly included such tests of the accounting records and such other auditing procedures as v«e considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position of Allstate Insurance Company and consolidated subsidiaries at 
December 31,1967, and the consolidated results of their operations for the year then ended, in conformity with generally accepted accounting principles applied 
on a basis consistent with that of the preceding year. 

Chicago, Illinois Touche, Ross, Bailey & Smart 

March 6, 1968 
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STATEMENT OF FINANCIAL POSITION 


DECEMBER 31. 

196? 

DECEMBER 31, 
1966 

Admitted Assets 





INVESTMENTS 





U.S. Government securities. 

$ 

22,053,554 

$ 

28,418,111 

State and municipal bonds. 


697,518,700 


643,797,073 

Other bonds. 


48,145,875 


65,896,789 

Preferred stocks... 


119,414,760 


95,624,401 

Common stocks. 


562,519,219 


363,999,046 

Stocks of unconsolidated life insurance and foreign 
subsidiaries. 


24,023,957 


19,715,043 

Real estate. 


55,187,762 


50,327,921 

TOTAL INVESTMENTS. 


1,528,863,827 

1,267,778,384 

CASH AND CERTIFICATES OF DEPOSIT. 


23,306,305 


10,764,441 

PREMIUM INSTALLMENTS RECEIVABLE. 


206,318,036 


179,460,234 

ACCRUED INTEREST . 


10,355,863 


9,649,713 

OTHER ASSETS. 


41,509,589 


20,611,950 

TOTAL ADMITTED ASSETS. 

$1,810,353,620 

$1,488,264,722 

Liabilities 





RESERVE FOR CLAIMS AND CLAIMS EXPENSE. 

$ 

588,817,670 

$ 

520,771,928 

UNEARNED PREMIUMS . 


558,665,797 


480,910,440 

INCOME TAXES . 


16,026,219 


25,902,963 

OTHER TAXES. 


17,767,731 


15,766,200 

OTHER LIABILITIES. 


33,093,465 


59,407,529 

TOTAL LIABILITIES. 

$1,214,370,882 

$1,102,759,060 

Capital 

CAPITAL STOCK (including additional capital paid in) . 

$ 

54,600,245 

$ 

54,600,245 

UNREALIZED CAPITAL GAINS ON STOCKS. 


219,237,070 


78,249,188 

RETAINED INCOME (after deducting assets not admitted for statutory pur¬ 
poses of $27,490,166 and $23,809,854, respectively) . 


322,145,423 


252,656,229 

TOTAL CAPITAL. 

$ 

595,982,738 

$ 

385,505,662 


Notes lo Financial Statements 

Investments: Bonds are stated at amortized cost, preferred and common stocks are stated at market value, and stocks of unconsolidated subsidiaries are stated 
at underlying net asset values, all as prescribed by the National Association of Insurance Commissioners. 

Accounting practices: The financial statements have been prepared in accordance with accounting practices prescribed by the Department of Insurance of 
the State oflllinois which differ from generally accepted accounting principles in the treatment of certain underwriting charges, the valuation of certain assets, and 
the recognition of deferred Federal income taxes. These differences in the aggregate are not material in relation to the consolidated statements taken as a whole. 


31 













































OFFICERS 


DIRECTORS 


GORDON M. METCALF 

Chairman of the Board and 
Chief Executive Officer 
CROWDUS BAKER 
Vice Chairman of the Board 

ARTHUR M, WOOD 

President 

HOWARD A. BENTHIN 

Vice President and Comptroller 

SIDNEY L. BOYAR 

Vice President, Factory Management 

JAMES W. BUTTON 

Vice President, Merchandising 

ALFRED I. DAVIES 

Vice President, Southwestern Territory 
JOHN F. GALLAGHER 
Vice President, International Operations 
CULVER J, KENNEDY 
Vice President, Midwestern Territory 
JOHN G, LOWE 

Vice President, Far West Territory 
CHARLES A. MEYER 
Vice President, Eastern Territory 
LAWRENCE L. O’CONNOR 
Vice President and Secretary 
LUCIEN E. OLIVER 
Vice President, Southern Territory 
WARREN G. SKONfNG 
Vice President, Real Estate and Property 
W. WALLACE TUDOR 
Vice President, Personnel 
THOMAS F. WANDS 
Vice President, Operations 
LINDEN E. WHEELER 
Vice President, Credit 
EMORY WILLIAMS 
Vice President and Treasurer 
ROBERT H. ANDERSON 
Divisional Vice President, Retail Merchandising 
THOMAS F. FILLINE 

Divisional Vice President, Catalog Merchandising 

VINCENT J. GRAHAM 

Divisional Vice President, Merchandise Administration 

STEPHEN C. HANSON 

Divisional Vice President, New York Office 

ROBERT R. JORGENSEN 

Divisional Vice President, Taxes 

JACK F. KINCANNON 

Divisional Vice President, Accounting and Auditing 

WILLIAM F. McCURDY 

Divisional Vice President, Public Relations 

Thomas J. CreagH Assistant Comptroller 
Fred R. Hamilton Assistant Comptroller 
Clarence H. Krohn Assistant Comptroller 
Stuart C. Sadler Assistant Comptroller 
Robert A. Schmitt Assistant Comptroller 
Cecil W. Van Tilburg Assistant Comptroller 

Clayton H. Banzhaf Senior Assistant Treasurer 
John B. Armistead Assistant Treasurer 
Ernest L. Burland, Jr. Assistant Treasurer 
Ernest W. Patten Assistant Treasurer 
Oren T. Pollock Assistant Treasurer 
John H. Woodall Assistant Treasurer 

Etta S. Chnpek Assistant Secretary 
William J. Coughlin Assistant Secretary 
Alan Gris wood Assistant Secretary 
Philip M. Knox, Jr. Assistant Secretary 
Lloyd S. McClelland Assistant Secretary 
Joseph J. Skinner Assistant Secretary 
John L. Wheeler Assistant Secretary 
Robert M. Wood Assistant Secretary 


CROWDUS BAKER Vice Chairman of the Board 
JAMES M. BARKER Former Chairman of the 
Board of Directors of Allstate Insurance Company 
HOWARD A. BENTHIN Vice President and Comptroller 
SIDNEY L. BOYAR Vice President, Factory Management 
JUDSON B. BRANCH Chairman of the 
Board of Directors of Allstate Insurance Company 
EDGAR BURTON Chairman of the 
Board of Directors of Simpsons, Limited 
JAMES W. BUTTON Vice President, Merchandising 
AUSTIN T. CUSHMAN Former Chairman of Sears Board of 
Directors 

ALFRED I. DAVIES Vice President, Southwestern Territory 
JOHN D. deBUTTS Vice Chairman of the Board of 
American Telephone and Telegraph Company 
HUGH K, DUFFIELD* Former Vice President of 
Sears Eastern Territory 
CALVIN FENTRESS, JR. Chairman of the 
Finance Committee of Allstate Insurance Company 

CLAIRE GIANNINI HOFFMAN Director and Member of 
Executive Committee of Bank of America 

HOMER J. LIVINGSTON Chairman of the Board of 
Directors of The First National Bank of Chicago 
GORDON M. METCALF Chairman of Sears Board of Directors 
CHARLES A. MEYER Vice President, Eastern Territory 
J. ROSCOE MILLER President of Northwestern University 
LUCIEN E. OLIVER Vice President. Southern Territory 
JULIUS ROSENWALD II Business Consultant 
EDGAR B. STERN, JR. President of Royal Street Corporation 
W. WALLACE TUDOR Vice President, Personnel 
J. HUBER WETENHALL Director, National Oairy Products 
Corporation 

ARTHUR M. WOOD President 

ROBERT E, WOOD Former Chairman of Sears Board of Directors 


EXECUTIVE COMMITTEE 


FINANCE COMMITTEE 


COMMITTEE ON SALARY 
AND SUPPLEMENTAL 
COMPENSATION 


COMMITTEE ON AUDITS 


NOMINATING AND 
PROXY COMMITTEE 


•Deceased, February 6. 1968 


Gordon M. Metcalf Chairman 
Crowd us Baker 
Howard A. Benthin 
James W. Button 
Austin T. Cushman 
John D. deButts 
Calvin Fentress, Jr. 

Lucien E. Oliver 
Arthur M. Wood 

Crowd us Baker Chairman 
Howard A. Benthin 
Calvin Fentress, Jr. 

Homer J. Livingston 
Gordon M. Metcalf 
Charles A. Meyer 
Edgar B. Stern, Jr. 

J. Huber Wetenhall 

Homer J. Livingston Chairman 
Edgar G. Burton 
Austin T, Cushman 
John D. deButts 
J. Roscoe Miller 
Edgar B, Stern, Jr. 

Julius Rosenwald II Chairman 
Austin T. Cushman 
J. Roscoe Miller 
Edgar B. Stern, Jr. 

J. Huber Wetenhall 

Gordon M. Metcalf Chairman 
Crowdus Baker 
Austin T. Cushman 
Homer J. Livingston 
Robert E. Wood 


TRUSTEES OF THE SAVINGS AND PROFIT SHARING PENSION FUND OF SEARS, ROEBUCK AND CO. EMPLOYES 
AUSTIN T. CUSHMAN Chairman LOU R. CRANDALL DAVID M. KENNEDY 

JAMES M. BARKER CLAIRE GIANNINI HOFFMAN GORDON M. METCALF 

EDWARD P. BROOKS CHARLES H. KELLSTADT J. ROSCOE MILLER 


32 


Printed in D.S.A. 




EASTERN TERRITORY 
West Mifflin Lebanon Church 
Road, Pennsylvania 
Opened June, 1967 


FAR WEST TERRITORY 
Seattle Aurora-Midway Center, 
Washington 
Opened September, 1967 



SOUTHERN TERRITORY 
Jonesboro Indian Mall, Arkansas 
Opened October, 1967 
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